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Department of Banking and Insurance
Division of Insurance

100 Nashua Street, Boston 14

To the Honorable Senate and House of Representatives

In compliance with Chapter 24 of the Resolves of 1963, there is
submitted an act to facilitate the continued operation of domestic
insurance companies in the event that a national emergency makes
it impossible or impracticable for a company to conduct its busi-
ness in strict accord with applicable provisions of law, its by-laws
or its charter, accompanied by drafts of proposed measures to
cover such recommendations as require the enactment of legis-
lation.

Respectfully submitted,

Commissioner of Insurance.
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May 15,1963.

C. EUGENE FARNAM,
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Thousand Nine Hundred and Sixty-Three

Resolve providing for an investigation and study by the

DIVISION OF INSURANCE RELATIVE TO FACILITATING THE CONTINUED

OPERATION OF DOMESTIC INSURANCE COMPANIES NOTWITHSTAND-
ING THE EVENT OF A NATIONAL EMERGENCY.

1 Resolved, That the division of insurance is hereby author-
-2 ized and directed to make an investigation and study of
3 methods and means to facilitate the continued operation of
4 domestic insurance companies in the event that a national
5 emergency is caused by an attack on the United States or by
6 a nuclear, atomic or other disaster which makes it impossible
7 or impracticable for a company to conduct its business in
8 strict accord with applicable provisions of law, its by-laws, or
9 its charter. Said division shall report to the general court

10 the results of its investigation and study and its recommenda-
-11 tions, if any, together with drafts of legislation necessary to
12 carry its recommendations into effect, by filing the same with
13 the clerk of the senate on or before May fifteenth, nineteen
14 hundred and sixty-three.

House of Representatives, April 8, 1963.
Passed,

JOHN F. J. DAVORE, Acting Speaker.

In Senate, April 9,1963.
Passed,

JOHN E POWERS, President.
April 15 1963.

Approved,

CHAPTER 24.

(Cimtmmuurallh of fflassarljmh'tth

ENDICOTT PEABODY,
Governor.
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REPORT OF THE DIVISION OF INSURANCE RELATIVE TO
INVESTIGATION AND STUDY OF THE NEED TO ADOPT
LEGISLATION TO FACILITATE THE CONTINUED OPERA-
TION OF DOMESTIC INSURANCE COMPANIES IN THE
EVENT THAT A NATIONAL EMERGENCY MAKES IT IMPOS-
SIBLE OR IMPRACTICABLE FOR A COMPANY TO CONDUCT
ITS BUSINESS IN STRICT ACCORD WITH APPLICABLE
PROVISIONS OF LAWS, ITS BY-LAWS, OR ITS CHARTERS.

Study and Investigation

Pursuant to the resolve, the Division of Insurance has conducted
a study and investigation of the need of legislation to establish
procedures to facilitate the continued operation of domestic insur-
ance companies in case of a national emergency. During the course
of this study, recommendations were requested from insurance
companies, organizations and other interested parties by the Divi-
sion of Insurance. The Division of Insurance obtained additional
information from other states with reference to this problem so
as to develop the fullest possible amount of background informa-
tion. The study and investigation resulted in the conclusion that
legislation in this area is necessary to continue the insurance
business in event of a national emergency. There are reasonably
high probabilities of the wholesale destruction of much of the
metropolitan areas of Boston, Worcester and Springfield in case
of an enemy attack as these cities and their environs are heavy
business, manufacturing, industrial and electronic centers and
would be prime targets of bombings.

Many of our leading insurance institutions which carry on na-
tion-wide activities are located in these metropolitan areas. Many
of their officers and directors live and work nearby, and would
likewise be within the range of an attack. The possibility of com-
plete disaster and immobilization of the community resulting from
an enemy nuclear or atomic attack is a matter of common knowl-
edge and verified by government officials and civil defense au-
thorities.

Although such eventualities are abhorred and hope is expressed
that they shall never take place, and even in view of the chance
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that complete and utter destruction is possible, plans to allow the
continuation or the resumption of the business of insurance
should be set up and finalized at this time. The representatives
of the insurance industry in all lines, life, fire, casualty and health
agree that all reasonable steps should be taken to provide for the
resumption of business as soon as conditions warrant after an
attack.

The Division of Insurance has drafted proposed legislation for
consideration by the General Court which would allow insurance
companies to continue operations or resume business in the event
of disaster by establishing a formula for the succession of operat-
ing officials to assume control of company affairs. The type of a
bill that is proposed here is fundamentally the same as enacted by
several other states and is almost identical to continuity of man-
agement acts that have been enacted in the states of Maryland
and Washington.

The Division of Insurance recommends enactment of the en-
closed legislation.

Section 1. Section one sets forth the purpose of the legislation
and defines the term “domestic insurance company” to include
also any U. S. branch of a foreign insurance company that is domi-
ciled in Massachusetts.

Section 2. This section authorizes a domestic insurance com-
pany or its board of directors to adopt by-laws that will be opera-
tive during a national emergency. Any set of emergency by-laws
adopted by the board of directors are subject to the approval of
the Insurance Commissioner.

Section 3. The third section authorizes procedure for the op-
eration of a company during a national emergency in event that
emergency by-laws have not been adopted. It is provided that a
minimum of three directors are necessary to constitute a quorum
to do business. Vacancies in the board of directors can be filled
by surviving directors. In event the disaster is so great that not
a single director survives, the three vice-presidents in the company

Synopsis of BiU
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with the longest term of service shall become directors. If no di-
rector nor a minimum of three vice-presidents survive, then the
Commissioner of Insurance or the acting Commissioner shall ap-
point to the office of director three persons who shall have powers
of directors; the term of office for these latter directors shall
terminate by the election of their successors at the next annual
meeting or by their election at a special meeting called within six
months of the end of the emergency.

Section 4. This section authorizes a domestic company to adopt
a rule authorizing a succession list for its officers in event of a
national emergency. The succession list may be on the basis of
named persons or position titles.

Section 5. The final section authorizes the board of directors
to change the location of the home office during the emergency to
help the surviving employees carry on business.
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In the Year One Thousand Nine Hundred and Sixty-Three.

An Act to facilitate the continued operation of domestic
INSURANCE COMPANIES IN THE EVENT THAT A NATIONAL EMER-
GENCY MAKING IT IMPOSSIBLE OR IMPRACTICABLE FOR A COMPANY

TO CONDUCT ITS BUSINESS IN STRICT ACCORD WITH APPLICABLE

PROVISIONS OF LAW, ITS BY-LAWS OR ITS CHARTER.

Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:

CONTINUITY OF MANAGEMENT ACT
1 Section 1. The legislature declares that it is desirable for
2 the general welfare and in particular for the welfare of insur-
-3 ance beneficiaries, policyholders, injured claimants and others
4 that the business of domestic insurance companies be con-
-5 tinued notwithstanding the event of a national emergency.
6 The specific purpose of this chapter is to facilitate the con-
-7 tinued operation of domestic insurance companies in the event
8 that a national emergency is caused by an attack on the
9 United States or by a nuclear, atomic or other disaster which

10 makes it impossible or impracticable for a company to con-
-11 duct its business in strict accord with applicable provisions of
12 law, its by-laws, or its charter.
13 Wherever the provisions of this chapter may appropriately
14 apply thereto, the term “domestic insurance company” shall
15 also include the United States branch of a foreign insurance
16 company formed under the laws of any government or state
17 other than the United States or one of the United States and
18 domiciled in this Commonwealth, and the term “board of di-
-19 rectors” shall also include the resident manager in the United
20 States of such a company.

1 Section 2. Any domestic insurance company may adopt

CHAPTER 175C
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2 by-laws reasonably necessary for the operation of the company
3 during a period of national emergency. The board of direc-
-4 tors of any such company may at any time adopt emergency
5 by-laws subject to the approval of the Commissioner of Insur-
-6 ance or duly designated person exercising the powers of the
7 Commissioner of Insurance, and subject to repeal or change
8 by action of those having power to adopt regular by-laws for
9 the company, which shall be operative during such a national

10 emergency and which may, notwithstanding any different
11 provisions of the regular by-laws, or of the applicable statutes,
12 or of the company’s charter, make any provision that may be
13 reasonably necessary for the operation of the company during
14 the period of such emergency.

1 Section 3. In the event that by-laws have not been adopted
2 as provided in section 2, the following provisions shall become
3 effective upon the occurrence of such a national emergency: —-

4 (1) Three directors shall constitute a quorum for the trans-
-5 action of business at all meetings of the board.action of business at all meetings of the board.
6 (2) Any vacancy in the board may be filled by a majority
7 of the remaining directors, though less than a quorum
8 or though a sole remaining director.
9 (3) If there are no surviving directors, but at least three

10 vice-presidents of the company survive, the three vice-
11 presidents with the longest term of service shall be the
12 directors and shall possess all of the powers of the pre-
13 vious board of directors and such powers as are granted
14 herein or by subsequently enacted legislation. By ma-
15 jority vote, such emergency board of directors may
16 elect other directors. If there are not at least three
17 surviving vice-presidents, the Commissioner of Insur-
18 ance or duly designated person exercising the powers
19 of the Commissioner of Insurance shall appoint three
20 persons as directors who shall possess all of the powers
21 of the previous board of directors and such powers as
22 are granted herein or by subsequently enacted legisla-
23 tion, and these persons by majority vote may elect
24 other directors. The directors who hold office under
25 this paragraph shall hold office only until succeeded by
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directors elected at the next regular annual meeting of
the company, but if the regular annual meeting of the
pany is not scheduled to occur within six months of the
termination of the national emergency, a special meet-
ing of the company shall be called within six months
after the termination of such emergency at which
meeting directors shall be elected to succeed those hold-
ing office under this paragraph.

26
27
28
29
30
31
32
33

1 Section 4. At any time the board of directors of a domestic
2 insurance company may, by resolution, provide that in the
3 event of such a national emergency and in the event of the
4 death or incapacity of the President, the Secretary or the
5 Treasurer of the company such officers, or any of them, shall
6 be succeeded in the office by the person named or described in
7 a succession list adopted by the board of directors. Such list
8 may be on the basis of named persons or position titles, shall
9 establish the order of priority and may prescribe the condi-

-10 tions under which the powers of the office shall be exercised.
1 Section 5. At any time the board of directors of a do-

-2 mestic insurance company may, by resolution, provide that in
3 the event of such a national emergency the home office or
4 principal place of business of the company shall be at such
5 location as is named or described in the resolution. Such
6 resolution may provide for alternate locations and establish
7 an order of preference.


